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GNP at Constant (1970) Prices 
Per Capita GNP, Current Prices 
Plant & Equipment Investment (1970) 
Personal Income (1970) 
Indices: (1970 = 100) 
Industrial Production 
Avg. Labor Productivity 
Avg. Industrial Wage 
Labor Force (000) 
Avg. Unemployment Rate ($) 


MONEY AND PRICES 


Money Supply (M1) 670 
Interest Rates (Central Bank) 21.29 
Associated Banks 0/D 13.25/16 
Wholesale Price (1953 = 100) 380 
Retail Sales (1968 = 100) 290 
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790 
940 
400 
163 
466 
1760 
7.2 
2224 
8.3 


Main imports from U.S. (1975): Non-electric machinery (433.6m); electric machinery 
(&12.5m); unmanufactured tobacco (54.5m); textile yarn, etc. (4.3m); unmilled wheat 
and meslin (43.7m); oilseed cake, meal, etc. (9.1m); transport equipment (4.6m); 
scientific instruments (4.8m). 





SUMMARY 


There is continuing weakness in the Irish economy and there are no 
immediate prospects for a strong recovery. The rate of inflation in 
1976-is expected to reach 18%, which is higher than that anticipated 

in projections made earlier this year. The rate of unemployment stands 
at approximately 11%. The balance of payments gap has widened and is 
expected to reach 163 million pounds this year. Government foreign . 
debt has increased and has nearly reached the one billion pound mark. 
As a result of unexpectedly high industrial exports, GNP growth for 
1976 in real terms is expected to reach 3-4%. There is a small 

increase in net investment this year but there is an indication that 
industrial production may be levelling off following a sharp increase 
at the beginning of the year. Great concern has been expressed by both 
government and private industry over the need to restore Ireland's 
competitiveness. This will be strongly influenced by the results of the 
national wage agreement expected to be negotiated before the end of the 
year. If incomes can be restrained and if the inflation rate can be cut 
substantially, prospects for 1977 would be improved. 





REVIEW OF 1976 AND CURRENT TRENDS 


The recession in the Irish economy, similar to that of other nations, 
reached its low point in mid-1975 and began a slow recovery thereafter. 
This recovery in industry was strong at the end of 1975 but has since 
that time levelled off. The growth in the latter half of 1975 and 
first part of 1976 was export and consumption led with rebuilding of 
depleted inventories a major factor. Industrial exports, have 
continued to rise strongly during the first three quarters of 1976 
and this in turn is expected to reverse in 1976 the decline in 
investment that occurred the year before. Largely because of continued 
growth of exports, projections for growth of GNP in real terms this 
year range from 3 to 4 percent. In addition, consumer spending and 
investment are forecast to be higher this year than had been previously 
expected. Despite this forecast, the Central Bank of Ireland has 
warned that it should not be regarded as an indication of an end to 
serious difficulties in the economy, many of which the Bank believes to 
be deep seated and structural in nature. The Bank further states that 


it is doubtful that even this year's modest growth could be repeated in 
1977. 


In September the government published a green paper on economic and 
social development during the period 1976-1980. This paper was designed 
to make the public aware of the realities of the economic difficulties 
facing Ireland and to stimulate discussion and debate. The paper states 
the view that the most likely prognosis is for some growth for a short 
period ending well before 1980 followed by a period of severe economic 
restrictions and serious financial difficulties. The green paper argues 
that the first priority is to keep the economy competitive. This means 
cutting sharply the rates of inflation and wemployment which in tum 
calls for moderation in income increases. All observers of the economy, 
including the Central Bank, agree that inflation (which is expected to 
reach 18% this year) is the single most serious problem facing the 
economy at this time. Furthermore, most conmentators believe that a 
wage freeze would be desirable to help curb inflation. The Confederation 
of Irish Industry (CII) has suggested a massive personal tax cut tied to 
a wage freeze, which would have the effect of stimulating consumption 
while avoiding further pressure on profits. The Central Bank has commented 
that even if there is improved productivity in Irish industry, moderation 
in the growth of incomes is inescapable if the objective of increased 
market share is to be achieved. The interim national pay agreement 





concluded this fall has not made the starting position on wage 
negotiations any easier. Even if there are no further pay awards, 
non-agricultural incomes-will be some 8% higher in 1977 than if the 
agreement had not been adopted. The OKCD in its annual review of 
the Irish economy noted that the depreciation of the pound has 
compensated for loss of competitiveness, vis-a-vis most of Ireland's 
trading partners. However, this is not the case for trade with the 
UK, which accounts for nearly half the total, since the Irish and 
British pounds are on a par. The OECD observes that between 1970 
and 1975 Irish unit labor costs in manufacturing rose only slightly 
faster than those of the UK, but since the beginning of 1976 ‘the 
divergence has become increasingly evident. The OECD's review states 
flatly that the economic situation in Ireland has reached a critical 
stage, and if present trends continue it may become extremely 
difficult to take remedial action without impairing medium to longer 
term growth prospects. In summary, the review concludes that the 
most urgent task facing the economy is to reduce substantially the 
increase of nominal incomes as a prerequisite to improving 
competitiveness, to stimulating growth and to reducing unemployment. 


As a result of somewhat higher non-agricultural incomes in 1976 as well 
as a somewhat lower rate of price increase, personal consumption 
expenditure is expected this year to increase about 3% over that of 
1975. Similarly, a rise in agricultural incomes will provide some 
stimulus to consumption although net agricultural output is forecast 
to fall. Agricultural prices are expected to increase by almost 26% 
in 1976, and agricultural incomes are forecast to rise by about 20%. 


Available indicators suggest that investment began to recover around the 
middle of 1976. Imports of producers’ capital goods have increased and 
were particularly buoyant during the summer months. On the other hand, 
new house completions during the first six months of the year were 10% 
lower than the corresponding period of 1975. There are indications of 
a higher rate of new house completions during the second half of the 
year. The Central Bank's overall forecast for the year is that house 
completions in 1976 will be 6-7% less than last year while other 
construction and building is expected to increase by about 2%. Invest- 
ment in machinery and equipment is expected to show a 7% increase over 
1975. Thus, the consolidated investment forecast for the year, 
including housing, construction and machinery and equipment, is for a 
2% gain in real terms. 





The CII in its October review of industrial trends confirmed that 
industrial production during the second quarter of this year was 13% 
higher than the same period last year. The CII, however, feels that 
although the statistics would indicate a hopeful trend in the 
manufacturing sector, the Confederation doubts that this actually is 
the case. A recent survey conducted by CII appears to support the 
thesis that recovery in manufacturing has halted. This observation 
is consistent with that of the Central Bank. The Bank estimates a 
9% increase in manufacturing for 1976 as a whole, but little increase 
in production is likely during the remainder of the year. However, 
unemployment is not expected to increase significantly before the end 
of the year. The number of registered unemployed has remained 
relatively unchanged during the first three quarters of the year. 


In 1976 the volume of net agricultural output is forecast to fall by 
4.5%. This is mainly because of a fall in output combined with a 
large volume increase in inputs of farm materials. However, as noted 
previously, increases in prices will raise agricultural incomes. 


Net current government expenditure is forecast to rise by about 19% 

to 862 million pounds in 1976. Most of this increase is attributable 
to inflation, the increase in real terms amounting to only about 1%. 
The deficit in the first nine months of the year is less than had been 
expected, and the Central Bank believes the budgetary deficit for the 
year will total 275 million pounds. On the other hand, there has been 
little growth in government expenditure on the public capital program. 
In this connection, the foreign debts of both the government and semi- 
autonomous agencies have continued to rise and at the end of September 
totaled nearly one billion pounds. 


Ireland's exports during the first eight months of 1976 increased by 

24% in value terms as compared to the same period the previous year. 
Industrial exports were up 34% while agricultural exports increased by 
10%. In real terms, excluding price effects, industrial exports are 
expected to increase by about 13% for the year as a whole while 
agricultural exports are expected to decrease in terms of volume. Total 
exports for the year are projected to be about 1.8 billion pounds, of 
which about 1.1 billion pounds will be accounted for by industrial exports. 
During the first eight months of the year, imports increased at a higher 
rate than exports. 





The value of imports in 1976 is expected to show an increase of 
about 32% over 1975 or a real increase in volume terms of about 13%. 
This amount is greater than that estimated earlier in the year and 
reflects an improvement in final demand, particularly in industrial 
exports which have a large import content. Total imports for the 
year are expected to reach 2.2 billion pounds. The trade deficit 
is expected to be about 466 million pounds and the balance of 
payments deficit for the year is estimated at 163 million pounds. 


OUTLOOK FOR 1977 


Economic development in 1977 will be influenced to a large degree by 
the outcome of negotiations currently underway for a national pay 
agreement. Economic commentators agree that wage restraint is 
essential to restore competitiveness and to instill confidence in the 
- The OECD in its review of the Irish economy has said 
unequivocally that if present trends persist and the rise -of wage 


rates is not brought to a halt in 1977 it could further damage 
confidence, increase uncertainity and render even more difficult the 
financial position of the private sector. In these circumstances 
GNP growth would probably be small and unemployment would increase, 
since continuing high inflation and a consequent rise in the budget 
deficit would further restrict the ability of government to take 
action to alleviate unemployment. On the other hand, if income 
restraint is accepted, the OECD believes prospects would be much 
brighter. Whatever the outcome, inflationary pressures will continue 
through most of 1977 and the EC Commission has forecast a 13% rise in 
the cost of living this coming year. There are indications at the 
time of this writing that the government may in the January budget 
take measures to reduce the deficit on the current budget but at the 
same time maintain or expand expenditure on the public capital program. 
This would be consistent with the government's philosophy that growth 
must be export led and that to accomplish this emphasis must be given 
to capital investment. 





IMPLICATIONS FOR THE UNITED STATES 


Despite Ireland's economic problems imports have increased 
substantially during the year. The benefits that might be derived 

from this by US exporters, however, may have been eroded by the 
continuing depreciation of the pound vis-a-vis the dollar. Nevertheless, 
Ireland has a continuing requirement for imported goods and services, 
and we note that in 1975 the US increased its share of Irish imports to 
7.2%, a distinct improvement over 6.5% in 1974. The government is 
stressing the importance of investment and this should provide a market 
for a wide range of US capital goods and services. Also, American firms 
still find Ireland to be very attractive for investment, and this 
provides an opportunity for the sale of US equipment. 


Ireland's investment climate is good. Rising wage costs are dis- 
advantageous, but the Industrial Development Authority offers a wide 
range of assistance and incentives to firms wishing to invest in Ireland. 
The incentives include grants, tax exemptions on export profits and 
assistance in training workers. Foreign investment is not only welcome 
in Ireland, but the Government has a positive policy of attracting in- 


vestment, particularly in employment-creating industries. 
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